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Thanks for your guidance. 

Sent using BlackBerry 

**** IRS CIRCULAR 230 DISCLOSURE: TO ENSURE COMPLIANCE WITH REQUIREMENTS IMPOSED BY THE IRS, WE INFORM 
YOU THAT ANY TAX ADVICE CONTAINED IN THIS COMMUNICATION (INCLUDING ANY ATIACHMENTS) IS NOT INTENDED 
OR WRITIEN BY HOLLAND & KNIGHT LLP TO BE USED, AND CANNOT BE USED, FOR THE PURPOSE OF (I) AVOIDING TAX­
RELATED PENALTIES UNDER THE INTERNAL REVENUE CODE, OR {II) PROMOTING, MARKETING, OR RECOMMENDING TO 
ANOTHER PARTY ANY TAX-RELATED MATIER HEREIN.**** 
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To: Argyropoulos, Paul[Argyropoulos.Paul@epa.gov] 
From: Brent Erickson 
Sent: Wed 4/1 0/2013 7:05:50 PM 
Subject: Rebuttals 
Eye on the EPA. PDF / 
RINs Talking Points 4.10.13.pdf-'Q(_.::> 
FA RIN factsheet 4.10.13.pdf 

Brent E 
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Renewable Fuels Standard 
And the problems that come with 

it .. . specifically gas prices 

TI1e Renewable Fuels Standard (RFS) mandates the minimum 
volumes of biofucls that must be blended into our nation 's 
transportation fuel supply, and it docs so on strict timetables. 

The RFS ca lls for annually-increasing amounts of advanced biofucls, biomass-based diesel, 
cellulosic ethanol , and conventional ethanol be blended by 2022, and the associated costs, 
namely higher prices at the pump, inevitably will be passed on to consumers. 

Environment and Public Works Committee Republicans have pressed for answers and economic 
analysis of the RFS from Gina McCarthy, President Obama's nominee to lead the U.S. 
Environmental Protection Agency (EPA). McCarthy is currently the EPA Assistant 
Administrator for the Office of Air and Radiation. 

Tier ill L imits & Rising Gas Prices 

In late March, EPA proposed new emissions limits for passenger cars and trucks and 
lower limits on the sui fur content of gasoline . The proposed standard wi ll likely r aise 
the cost of gasoline for consumers up to 9 cents per gallon, and , when combined with 
additional fuel regulations, fuel costs could increase even more. 

Deadlines & Renewable Identification Numbers (RlNs) 

ln order for manufacturers and refiners to meet RFS volumetric requirements, the 
industry 's obligated parties must produce and/or purchase RINs , which arc assigned to 
each gallon of renewable fuel and can be traded, used for compliance, or rolled over to 
the following year. 

As renewable mandates increase each year and demand for n·ansponation fuel decreases, 
refiners arc forced to blend more biofucls into a gasol ine and diesel pool that is fu rther 
reduced by companies trying to minimize their RFS compliance obligation. As 
companies are forced to spend more money on purchasing RINs, that extr a cos t will be 
passed to consumers. 

Rampant Fraud 

EPA 's website lists the companies that sell RlNs . However, there is no finalized system 
in place that verifies whether these companies actually produce the gallons of fuels that 
the RTNs arc associated with. 

T his has led to producers relying on fraudulent RINs purchased from fa ke 
companies - that had been listed on the EPA website. When the companies were 
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exposed as frauds , EPA held the producers responsible for purchasing illegitimate RINs, 
fined them for not being in compliance, and required them to purchase more RINs, 
costing the companies millions of dolla rs. 

"Blend Wall " Challenges 

Due to in frastructure constraints, low consumer demand, and the majority of engines not 
des igned or wa n·anted to operate using fuel with more than I 0 percent ethanol (E I 0), u 
"blend wall" is in the process ofbeinu hit. EPA issued a waiver in 2012 to allow the 
introduction of IS percent ethanol (E IS), which is not approved for use in all engines 
therefore creating a situation ripe for "misfueling" and the void ing of manufacrurers 
warranties. The inflated volumes of ethanol required to be blended and the volume of 
gasoline demand do not correspond. Market plices for ethanol RINs have skyrocketed at 
least in part due to the imbalance caused by tbe approaching "blend wall." increased 
uncertainty in the RTN market, including unrealistic RFS mandates, recent ti·aud in the 
biodicsel RTN market, and decreased gasol ine demand continues to dlive up prices. The 
" olatili ty in this mandate-created market is passed a long to cons umers in the fo rm 
of higher gasoline prices. 
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RINs 101 
The truth about Renewable Identification Numbers 

The Renewable Fuel Standard (RFS) 
The RFS- created in 2005 and updated in 2007 - promotes the development and use of clean, affordable renewable fuel 
by requiring oil companies to blend it into the gasoline supply. And the policy is working: renewable fuel now makes up 
10% of the nation's fuel supply. Increasing America's renewable fuel use has kept gas prices lower by $1.09 per gallon, 
slashed U.S. spending on o il imports by $44 billion dollars last year alone and supported 87,000 jobs in 2012. 

Renewable Identification Numbers (RINs) 
Key to realizing those benefits is the flexibility of the RFS itself. The program has a number of measures that allow both 
the Environmental Protection Agency, which runs the RFS program, and the companies complying with the regulation to 
adjust and meet blending targets under changing circumstances. 

RIN credits are one way that the RFS offers flexibility to companies as they work to meet the standard. 

How do RINs work? 

RINs are free credits that refiners receive when they buy a gallon of renewable fuel, and 
companies turn over RINs at the end of the year to EPA to prove they have met the RFS 
target. 

After purchasing ethanol, refiner s can separate the RIN from the gallon and sell it on the 
open market . 

Companies that have bought and blended more renewable fuel than is required will have 
extra RINs to sell to other refiners. 
A portion of those credits can be " banked," o r carried over into a new year, further 
increasing the available supply of RINs. 
This means that oil companies can choose how they want to comply with the RFS: either by 
buying a gallon of renewable fuel or by purchasing a RIN on the open market, as long as they 
have enough RINs (remember, each is equal to one barrel of fuel) to hand over to EPA at the 
end of the year. 

Today's RJN Market 

The RFS target for this year is 13.8 billion gallons of renewable fuel, and as in previous years, it's expected that 
companies (oil refiners and gasoline blenders) will use mostly ethanol to comply. The renewable fuel industry estimates 
that there will be 12.5 billion gallons of ethanol available for compliance with the RFS; the remaining 1.3 gallons will 
need to be met with excess RINs. Estimates also show that between 2.3 and 2.5 billion RINs are available for companies 
to purchase- there is plenty to go around. 

What's more, the average RIN price fo r t he first two-and-a-half months of 2013 was just 32C. More recent price 
increases have attracted attention, but need to be looked at in context: the market for RINs is small and made up of 
largely oil companies trading to one another. There is little transparency, so the public doesn' t know why the prices are 
going higher and if those increases are act ually related to supply·and demand dynamics. 

With RINs holding under $1 each, and et hanol cont inuing to sell at a considerable discoun t to gasoline (as much as $0.60 
less on average last year), there are lower-cost and f lexible ways for companies to meet the RFS. 
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